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Mr. Chairman and Members of the Subcommittee:

We are pleased to be here today to assist your Subcémmittcc
in considering the impact of the Department of Housing aﬁd Urban
Development’'s (HUD's) recently proposed revisions to the regqula-
tions governing the Community Development Block Grant (CDBG) Pro-

gram. We are directing our remarks to proposed rogulatibn changes

which (1) eliminate the application review process, (2)§may lessen
the emphasis on low- and moderate-income benefits, and (3) impair
HUD's ability to evaluate and report on the overall effectiveness

of the program.
The Gcnofal Accounting Office has evaluated several aspects

of the CDBG Program in recent years. We have issued (o? are

about to issue) 5 reports which are particularly releva&t to the

discussion today. These reports are:
-=0ur April 30, 1981, report entitled "“The Community Devel-

opment Block Grant Program Can Be More Effective In
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Revitalizing The Nation's Cities,” ”
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==0ur soptombor 23, 1982, foport tntitiod'noasonsfbcarncd
' From Past Block‘crantss Implications For Congressional
Oversight,” | i‘ w
-=-0ur November 3, 1982, report oniitlod “HUD Nccdo»?o Better
Determine Extent Of Community Block Grants' Lowié incomc
Benefits," . |
-=-0ur April 13, 1982, report to Senator Dodd on the Proposed
Rental Housing Production and Rehabilitation Act of 1982
(S. 2171), and ‘
~=A report to be issued this month entitled "Block Grants
For Housing: A Study Of Local Experiences And Attitudes.”
The CDBG Program's primary objective is to carry ouﬁ community
development activities which principa;ly benefit low- anh moderate.
(lower) income persons. Various studies and statistics puggc-t
that generally the program has been well targeted to thise persons.
Nevertheless, we have found some problcms:in this regard, as well
as with the reliability of HUD's information on targeting, and the
data collected at the local level.

It is difficult to project the impact of HUD's proposed

revisions to the CDBG regulations. However, it appears:that the

changes would make it easier for grantees to shift progkam bene-

fits away from lower income persons if they wished to do so.

” The changes would also make it more difficult for HUD ﬁo measure

the extent to which the overall program is benefiting #ow— and
moderate-income persons. 1In our past reports we have $rged HUD

to obtain better information on grantees' compliance with program
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objectives. We have recommended ways in which HUD could do .so,
thus facilitating national program evaluation.

COMMUNITY DEVELOPMENT -
G

REMAINS PRIMARY OBJECTIVE

The CDBG Program's primary objective, as stated in its

authorizing legislation, is the development of viable urban
communities by providing decent housing and a suitable living
environment and expanding economic opportunities, principally
for persons of low~ and moderate-income. This objective remains
unchanged by the 1981 amendments to the Act. HUD's proposed
revisions to the CDBG regulations continue to reflect the Act's
primary objective. However, these proposed changes alter the
relationship between the program's primary objective and;othor
program purposes in a way which appears to deemphasize the need
to target benefits to lower income households.

The Act provides that, consistent with the primary pbjcctivc.
the assistance provided under the program is for communi@y
development activities which are directed toward nine -p;cific
objectives. These cover a wide variety of housing and community
development activities, ranging from eliminating slums and con-
serving the housing stock to economic development and eﬁergy
conservation. The legislation also requires grantees t§ certify
that they have given maximum feasible priority to activities
which either:

--benefit lower income persons or

--aid in elimination of slums or blight.
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Other community dcvalobhcnt needs may ﬁe addressed if they have a
partiéular urgency because existing condiiion- pose a acr;oun and
irmediate threat to the health or welfare of’th- communitj. and

if other financial resources are not available to meet ﬁhblc
needs. HUD refers to these as the program's three broad national
objectives, although the Act does not specifically identify them
as objectives.

The 1981 amendments to the Act eliminated much of the detailed
progran information grantees previously submitted in their appli-
cation. The revised requirements provide for a statement of the
grantee's community development objectives, projected use of funds,
and cerﬁificationa that the grantee is in compliance witﬁ various
legal requirements. HUD's funQing decision is now banod;on its
satisfaction with the grantee's certifications of compli?nco.
rather than its approval or disapproval og specific pladﬁod
activities. |

The Act continues to provide for botﬁ a performance report
from the grantee and an annual review or audit by HUD. 'HUD may
make adjustments in subsequent years' grants based on findings
fronm its reviews of the grantee's past program performance. The
overall result of these changes is to shift program cve;light
from the application to HUD's grantee monitoring and pe}formancc
reviews. l |

HUD has said that a grantee's program complies wi%h the Act's
primary objective when each of the grantee's individuaﬂ activities
neets one of the three broad national objectives, and 4: the

regulations are currently drafted, HUD will no longer feviaw the




extent to which a grantee's overall proéfiﬁ‘b»ﬂp!lt.?l T'tiiﬁaomo

 persons. HUD would consider lower income benefit 1n£ormition‘

-

. relevant only for activities which the grantee identified él
' falling under that particular broad national objective. Tﬁus. HUD -

. would not review the benefits to lower income persons of’ih activ~

ity vhich the grantee categorized as eliminating slums and{blight.
It appears to us that this approach dodmphauizcs bonnfitsfto lower

income persons as the overall objective of the program.

IMPACT OF THE PROPOSFD

REGULATION CHANGE
CULT TO PROJECT

HUD has stated that the proposed regulation changes will

b

provide grantees greater flexibility in administering their
programs. It is difficult to predict how grantees will react to
such changes, but we believe the changes will make it oa@ier for
grantees to shift their programs' targeting away from lower income
pexpons if they should wish to do so. wS also believe HUD will
have difficulty in determining whether or not such a shift has
occurred since neither the grantee's certifications nor ihc HUD

review will provide detailed benefit information for the§ov¢ra11

program.

PAST CDBG PROGRAMS SHOW
REASONABLY GOOD TARGETING,
OME PROBLEM X1ST

Reviews of past years' CDRG programs suggest that ﬁrogram

benefits have been reasonably well targeted to lower 1néome
persons. However, our work has identified several probiom-

relating to targeting and to the reliability of data us@d to

report program beneficiaries.
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aspects of the CDBG Praqram'c targotingrof b.n‘fitl to lownr

5 income persons. Our soptcmbcr 1982 report on past block grant
? experiences discussed several of these studies. Thcy covqrod

g different periods between fiscal years 1975 and 1978 andﬁécportchf
: that from 54 to 66 percent of CDBEG benefits were tarqctod;to

lower income persons. Another HUD-sponsored study on CDB¢ funded
residential housing rehahbilitation reported that 96 pcrccﬁt of
those assisted were lower income households. :

Our current study of the housing block grant concept used a
nationwide questionnaire covering ontitlemcﬁt cities and counties.
Grantees who could provide us with detailed housing bennﬁit data
under CDBG indicated that over 90 percent of housing ben@fits were
targeted to lower income persons. | |

While these experiences suggest that past program benefits
have been reasonably well targeted, they do not provide a reliadble
basis for judging whether or not this targeting will continuo.
Moreover, while the past record indicates general succes@ in tar-
geting, our work 4id identify several problems. Our 198@ report
raised some questions about grantee funding decisions, érogram
designs, and controls. For example, we found that 4

--gome cities spread grant funds widely, thus diluéing the

impact £hoy may have on the cities' rovitalizati%n:

--rehabilitation funds were sometimes spent for lo% priority

improvements and were not always provided to per#ons in

the greatest need;
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--at times there was in;uf:icicnt,iﬁfbfmntidn to‘dhto;mina
whether funds were properly spent for eligible activities.
Accurate benefit dats is important if good targeting is

' considered an important overall objective. 1In our Novombo# 1982

! report, however, we found that the benefit {nformation Hﬁbéuloc

in its block grant annual report to the Congress may not b@

relisble because:
-=Cities used inconsistent methods of identifying and

reporting beneficiaries.
--HUD's oversight did not identify grantees' problems or

verify performance information. ' o

~-HUD's report covers only projocicd benefits of planned
projects, not actual benefits from completed projc#tl.
Our current housing block grant study found that CDB¢ entitle-

nent graﬁtoos often lacked a variety of detailed data at ihe local

level on program activities and benefits.

-~About 20 percent of the grantees having housing assistance
activities could not provide enough detail on £am£11el

receiving assistance to characterize the beneficiaries as

lower income.
-=A substantial number of local officials indicated that

!

certain other data related to their community's hﬁusing

conditions, housing needs, or the extent of CDBG

|
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assistance provided, was also unavailable. ;

PROGRAM INFORMATION AND EVALUATION !
Adequate program evaluation and management 1nforma¢ion is

needed to support sound program management and Congressipnal
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.oiiroiqht. At the national level HUD #nd the congrqs' »hould |

be able to judge how well the CDBG Program meets its objc¢tiVo-.
Local governments, too, must have ndoquqto 1n£ormntion ig thcy
are to manage their programs of!octivcly. wtth regard to thc ncw f;
block grants created in 1981, we concluded in our scptomb?r 1982
report tbut evaluation systems must bo‘appliod uniformly icross
the administering governments if comparable data are to be ;
collected and analyszed. Wi believe this is equally true qf the
CDBG Program as it is now being restructured as a rosuli,of the
1981 amendments.

The Act requires HUD to report to the Congress afteg each
fiscal year on the progress made in accomplishing prograﬁ objoé-
tives. For this report to be meaningful, HUD must havo,gimoly
and reliadle information on program aécomplishments. This infor-
mation can be collected most officiently':t the local lcycl by
the grantees who implement the program. |

Our past research has shown that when records are kept in
varying formats and at varying levels of detail, it is {xtrcmcly
expensive and time consuming to aggregate and analyze gﬁe data on
a nﬁtional basis. Indeed, it may well be impossible togdo so
except through a separate study. With regard to the CD#G Pfogram
specifically: / |

-=0ur current study of all CDBG housing activitiehfhas shown

that grantee recordkeeping is often inadequate t# identity
the extent of specific activities or to describe/program
beneficiaries. This made it extremely difficulﬂland

ixpcnlivc to develop a national picturé of the ﬁrogram.
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--Qui November report on CDBG benefit :Cpo:ting/fodnd fﬁgt ,
" when grantees do report aggrognt$ bensfit information,
HUD's monitoring of grantee porfbrmnﬁed‘:cporting 1&

inadequate to identify errors 4n thoir bonofit Lntormation.

Tracking f.dcrally supported activitiol. rocipiontn. hnd

f dollars to deternine whether these advance national objoctivcl has

e ————

; historically besen of central interest to the Congress. ,Ranrdlosl

of the details of the final CDBG regulations, if tho‘Congﬁocs
wants to insure that such evaluative information is availéblo in
the future, it may be necessary for you to require that it be
collected. This, in turn, may involve requiring:

1. That grantees keep records on program accomplish&entl
and, in particular, on beneficiaries in a standa?d
format specified by HUD, and | |

2. That HUD test the reliability of this data, aggregate
it, and include it in the annual report on CDBG..

As a separate matter, you may wish to consider the pptcntial
value of mandating that HUD develop a system to evaluate &ariou-
aspects of the CDBG Program. If you choose to pursue this
approach, we would be pleased to work with §ou and with the
Department to help develop the details of such a requireﬁcnt.

This completes my prepared statement. My colleagues and I

would be happy to respond to any-questions.






